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CALIFORNIA LEGISLATURE—2013—14 REGULAR SESSION

ASSEMBLY BILL No. 1894

Introduced by Assembly Member Ammiano
(Coauthor: Assembly Member Bonta)

February 19, 2014

An act to amend Sections 2220.05, 2242, and 2264 of, and to add
Chapter 18 (commencing with Section 26000) to Division 9 of, the
Businessand Professions Code, to add Section 23028 to the Gover nment
Code, and to amend Section 11362.7 of, and to amend and repeal
Section 11362.775 of, the Health and Safety Code,-and-te-add-Chapter

Revenue-and-Taxation-Code; relating to medicél cannabis, and making
an appropriation therefor.

LEGISLATIVE COUNSEL’S DIGEST

AB 1894, asamended, Ammiano. Falsely-fitedHienserencumbranees:
Medical cannabis.

(1) Existing law, the Compassionate Use Act of 1996, an initiative
measure enacted by the approval of Proposition 215 at the November
6, 1996, statewide general election, authorizes the use of marijuanafor
medical purposes. Existing law enacted by the Legislature, commonly
referred to as the Medical Marijuana Program Act, requires the
establishment of a program for the issuance of identification cards to
gualified patients so that they may lawfully use marijuanafor medical
purposes, and requires the establishment of guidelines for the lawful
cultivation of marijuana grown for medical use.
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The Medical Practice Act provides for the regulation and licensing
of physicians and surgeons by the Medical Board of California and
requires the board to prioritize investigations and prosecutions of
physicians and surgeons representing the greatest threat of harm, as
specified. Existing law identifies the cases that are to be given priority,
which include cases of repeated acts of excessively prescribing,
furnishing, or administering controlled substances without agood faith
prior examination of the patient. Existing law makes it unprofessional
conduct for a physician and surgeon to prescribe, dispense, or furnish
dangerous drugs without an appropriate prior examination and medical
indication. Existing law al so makesit unprofessional conduct to employ,
aid, or abet an unlicensed person in the practice of medicine. Existing
law generally makes any person who violates these provisions guilty
of amisdemeanor.

This bill would enact the Medical Cannabis Regulation and Control
Act and would create the Division of Medical Cannabis Regulation and
Enforcement within the Department of Alcoholic Beverage Contral, to
be administered by a person exempt from civil servicewho isappointed
by the Director of Alcoholic Beverage Control. The bill would grant
the department the—exelusive power to register persons for the
cultivation, manufacture, testing, transportation, storage, distribution,
and sale of medical cannabis within the stat ' Hi
exemptionsfor provided that the authority of a city or county to adopt
ordinances inconsistent with the requirements of the act that ban,
regulate, or tax medical cannabis activities, and to enforce those
ordinances, would not be affected by the act. The bill would provide
that the director and persons employed by the department to administer
and enforce its provisions are peace officers. The bill would prescribe
requirements for the issuance, renewal, suspension, and revocation of
mandatory commercial registrations and fees in relation to these
activities. The bill would permit the department to assist statewide
taxation authoritiesin the development of uniform policiesforthe state
taxation of mandatory commercial medical cannabis registrants and to
assist in the development of regulation in connection with work safety
in this industry. The bill would authorize the division to establish a
grant program for the purpose of funding medical cannabis regulation
and enforcement.

The bill would establish the Medical Cannabis Regulation Fund and
would require deposit of feesinto the fund. The bill would continuously
appropriate moneys within the fund to the division for the purposes of
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administering the program. The bill would require the deposit of penalty
money into the General Fund.

The bill would require the department, on or before January 1, 2016,
to issue regul ations as necessary for the implementation and enforcement
of mandatory commercial medical cannabis registration, as specified,
and including requirements analogous to statutory environmental,
agricultural, consumer protection, and food and product safety
requirements. The bill would require the department to administer and
enforce these requirements. The bill would prescribe requirements for
provisional registrationsto be operative January 1, 2015. The bill would
prohibit approval of amandatory commercial registration for specified
reasons, including if a licensed physician making patient
recommendations for medical cannabis is an interested party in the
proposed operation, and would prohibit a physician from recommending
medical cannabisto apatient while he or sheisamandatory commercial
registrant, or associated, as specified, with a mandatory commercial
registrant. The bill would prohibit a registrant from holding a one
registration in more than one class of medical cannibis activities.

The bill would require a registrant to keep various records in
connections with medical cannabis activities and would prescribe
requirements for making records available to the department and any
state or local agency. The bill would provide that certain patient and
caregiver information is excluded from disclosure to the public. The
bill would provide that the act does not apply to the protections granted
to a patient or primary caregiver acting pursuant to the Compassionate
Use Act of 1996 and would exempt these parties from the application
of the act, provided they act consistently with specified requirements.
The bill would provide that the actions of a mandatory commercial
registrant or provisional registrant, its employees, and its agents that
are permitted pursuant to a valid mandatory commercial registration
issued by the division and that are conducted in accordance with the
requirements of the act are not unlawful under state law, as specified.
The bill would provide a similar state law immunity for a property
owner who allows his or her property to be used by a mandatory
commercial registrant or provisional registrant.

The bill would require the department to work in conjunction with
law enforcement entities throughout the state to implement and enforce
the rules and regulations regarding medical cannabis and to take
appropriate action against businesses and individualsthat fail to comply
with the law. The bill would prohibit, on and after January 1, 2016, a
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person other than a mandatory commercial registrant from selling
cannabis or cannabis products or performing other actions related to
cannabls exceptasspecmed The b|II would prowdethat its prowsons

prevent SpeCIerd C|ty or county actlons |ncI ud| ng zoni ng ordl nances
banning or regulating the location, operation, or establishment of a
commercial registrant. The bill would make certain violations of its
provisions a crime, thereby imposing a state-mandated local program.
The bill would establish requirements for the transportation of medical
cannabis. The bill would specify that its provisions are severable.

The bill would specify that recommending marijuana to patients
without agood faith examination and medical reason or recommending
marijuana for nonmedical purposesis unprofessional-cenduetaneHsa
type-ef—ease conduct. The bill would provide that specified acts of
recommending marijuana without a good faith examination are among
the types of cases that should be given priority for investigation and
prosecution by the Medical Board of California, as described above.
The bill would aso specify that employment by, or an agreement with,
amandatory medical cannabis registrant to provide recommendations
for medical marijuanaconstitutes unprofessional conduct. By broadening
the definition of a crime, the bill would impose a state-mandated |ocal
program. The bill would repeal, 90 days after the department posts a
specified notice onits Internet Web site, the provisions described above
prohibiting prosecution of qualified patients, persons with valid
identification cards, and designated primary caregivers who associate
in California, collectively or cooperatively, to cultivate marijuana for
medical purposes.

(2) Existing law authorizesthe board of supervisors of acounty and
the governing body of a city totew,therease-orextend impose various
taxes, including a transactions and use tax at a rate of 0.25%, or a
multiple thereof, if approved by the required vote of the board or
governing body and the required vote of qualified voters, and limitsthe
combined rate of transactions and use taxes within a city or county to
2%.

This bill Would—addmenal-l-y authorlze the board of superwsors of a
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the privilege of cultivating, dispensing, producing, processing,
preparing, storing, providing, donating, selling, or distributing cannabis
or cannabis products, including a transactions and use tax at any rate
specified by the board. The bill would authorize the tax to be imposed
for either general or specific governmental purposes. The bill would
require a tax imposed pursuant to this authority to be subject to any
applicable voter approval requirement.

(3) The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Statutory provisions establish proceduresfor making that reimbursement.

Thisbill would provide that no reimbursement is required by this act
for a specified reason.

Vote: majority. Appropriation: yes. Fiscal committee: yes.
State-mandated local program: yes.

The people of the Sate of California do enact as follows:

1 SECTION 1. Thisact shall be known, and may be cited, asthe

2 Medical Cannabis Regulation and Control Act.

3 SEC. 2. (a) The Legidature finds and declares al of the

4 following:

5 (1) In 1996, the people of the State of California enacted the

6 Compassionate Use Act of 1996, codified in Section 11362.5 of

7 theHeadth and Safety Code. The people of the State of California

8 declared that their purpose in enacting the measure was, among

9 other things, “to ensure that serioudly ill Californians have the
10 right to obtain and use marijuanafor medical purposes where that
11 medical useisdeemed appropriate and has been recommended by
12 aphysician who has determined that the person’s health would
13 benefit from the use of marijuana in the treatment of cancer,
14 anorexia, AIDS, chronic pain, spasticity, glaucoma, arthritis,
15 migraine, or any other illnessfor which marijuanaprovidesrelief.”
16  (2) The Compassionate Use Act of 1996 called on state
17 government to implement a plan for the safe and affordable
18 distribution of marijuana to all patients in medical need of
19 marijuana
20 (3 In 2003, the Legislature enacted the Medical Marijuana
21 Program Act (MMPA), codified in Article 2.5 (commencing with
22 Section 11362.7) of Chapter 6 of Division 10 of the Health and

23 Safety Code-Under-the-guidance-ef-the-MMPA—appreximately
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(4) Greater certainty and—unHermity minimum statewide
standards are urgently needed regarding the+ightsand obligations
of medical marijuana facilities, and for the imposition and
enforcement of regulationsto prevent unlawful cultivation and the
diversion of marijuanato nonmedical use.

(5) Despite the passage of the Compassionate Use Act of 1996
and the MMPA, because of the lack of an effective statewide
system for regulating and controlling medical marijuana, local law
enforcement officials have been confronted with uncertainty about
the legality of some medical marijuana cultivation and distribution
activities. The current system of collectives and cooperatives makes
law enforcement difficult and endangers patient saf ety because of
aninability to monitor the supply of medical marijuanain the state
and the lack of quality control, testing, and labeling requirements.

AT CS ) U Cl v CS

(6) For the protection of all Californians, the state must act to
regulate and control medical marijuana and not preempt local
government ordinances. Cities and counties should be allowed to
impose—reascrable local taxes and enact—easenable zoning
regulations and other restrictions, including bans, applicable to
the commercial cultivation and distribution of medical marijuana
based on a local governing body's determination of local needs.
In order to provide patients with access to safe medical marijuana
products, while at the same time preventing diversion of marijuana
to nonmedical uses and protecting the public, it is necessary to
amend the MMPA and to establish a comprehensive structure for
regul ating the cultivation, production, and distribution of medical
marijuana products.

(7) A state entity shall be created to regulate and control the
mandatory registration of all entities involved in the commercial
cultivation, processing, manufacturing, testing, transportation,
distribution, provision, donation, and sale of medical marijuana
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in this state. Patients and their primary caregivers-shal-eentiaue
te-be-altewed-te who cultivate medical marijuanafor the personal
medical purposes of-the individual-patient; patients shall not be
subject to the statewide system of regulation established by this
act but only medical marijuana produced in compliance with this
act may be sold or commercially distributed.

(8) Thisact isnot intended to prevent cities and counties from
imposing-reasenable local taxes and enacting-+easenable zoning
regulations and other restrictions, including bans, applicable to
the commercial cultivation and distribution of medical marijuana
based on a local governing body’s determination of local needs.

(9) Itistheintent of the Legislature that the state entity created
to regulate and control med| cal mari juana SO|ICI'[ mput from cmes
and counties-that-hay . s : How

medfeal—mamﬂana—te—pe&reﬁ%s in the proc&s of promulgatl ng

standards and regulations pursuant to this act.

(10) It is the intent of the Legislature that entities provided
immunity under Measure D, approved by the voters of the City of
LosAngelesen at the May 21, 2013,-baHet; general el ection, shall
be considered the equivalent of entities that are registered,
permitted, or licensed as amedical marijuanabusiness, dispensary,
or other entity involved in providing medical marijuanato patients
under alocal ordinance and shall be considered in compliance with
alocal ordinance for the purposes of the implementation of this
act and any regulations promulgated by the Department of
Alcoholic Beverage Control.

(11) The provisions of this act are enacted pursuant to the
powersreserved to the State of Californiaand its people under the
Tenth Amendment to the United States Constitution.

(12) Nothingin thisact isintended to require any individual or
entity to engage in any conduct that violates federa law or to
exempt anyone from any requirement of federal law or to pose
any obstacle to federal enforcement of federal law.

(b) It istherefore the intent of the Legidature, in enacting this
act, to accomplish all of the following:

(1) Toestablish astatewide system for regulating and controlling
commercial medical cannabis activities by creating a state entity
to enact and enforce regulations governing the cultivation,
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processing, manufacturing, testing, transportation, distribution,
provision, donation, and sale of commercial medical cannabis.

(2) To allow cities and counties to enact—+easenable zoning
regulations or other restrictions, including bans, applicable to the
cultivation, processing, manufacturing, testing, and distribution
of commercial medical cannabisbased onalocal governing body's
determination of local needs.

(3) To establish the Division of Medical Cannabis Regulation
and Enforcement to be located within the Department of Alcoholic
Beverage Control to provide a governmental agency that will
ensurethe strict, honest, impartial, and uniform administration and
enforcement of the-medical-cannabistaws statewide regulatory
system established by this act throughout the state.

(4) TofuHiHtheproemise enact legidlation in furtherance of the
Compassionate Use Act of-3996 1996, which provides for the
Legislature to “implement a plan for the safe and affordable
distribution of marijuana to al patients in medical need of
marijuana.”

(5) To establish astatewide registration processfor commercial
medical cannabis activitiesto identify for law enforcement which
entities are exempt from state criminal penaltiesfor the cultivation,
processing, manufacturing, testing, transportation, distribution,
provision, donation, and sale of medical cannabis solely on the
basis of their activities conducted in compliance with this act.

(6) To reduce the cost of commercial medical cannabis
enforcement by controlling commercial medical cannabis
production and distribution through comprehensive statewide
regulation and providing law enforcement guidelinesto more easily
determine whether or not a person is acting in conformance with
the state’'s medical cannabis laws.

SEC. 3. Section 2220.05 of the Business and Professions Code
isamended to read:

2220.05. (a) Inordertoensurethat itsresourcesare maximized
for the protection of the public, the Medical Board of California
shall prioritize its investigative and prosecutorial resources to
ensurethat physicians and surgeons representing the greatest threat
of harm are identified and disciplined expeditiously. Cases
involving any of the following alegations shall be handled on a
priority basis, as follows, with the highest priority being given to
cases in the first paragraph:
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(1) Grossnegligence, incompetence, or repeated negligent acts
that involve death or serious bodily injury to one or more patients,
such that the physician and surgeon represents a danger to the
public.

(2) Drug or acohol abuse by aphysician and surgeon involving
death or serious bodily injury to a patient.

(3) Repeated acts of clearly excessive prescribing, furnishing,
or administering of controlled substances, or repeated acts of
prescribing, dispensing, or furnishing of controlled substances, or
recommending marijuanato patientsfor medical purposes, without
a good faith prior examination of the patient and medical reason
therefor. However, in no event shall a physician and surgeon
prescribing, furnishing, or administering controlled substancesfor
intractable pain consistent with lawful prescribing, including, but
not limited to, Sections 725, 2241.5, and 2241.6 of this code and
Sections 11159.2 and 124961 of the Health and Safety Code, be
prosecuted for excessive prescribing and prompt review of the
applicability of these provisions shall be made in any complaint
that may implicate these provisions.

(4) Sexual misconduct with one or more patients during acourse
of treatment or an examination.

(5) Practicing medicine while under the influence of drugs or
alcohol.

(b) The board may by regulation prioritize cases involving an
allegation of conduct that isnot described in subdivision (a). Those
cases prioritized by regulation shall not be assigned apriority equal
to or higher than the priorities established in subdivision (a).

(c) TheMedica Board of Californiashall indicateinitsannual
report mandated by Section 2312 the number of temporary
restraining orders, interim suspension orders, and disciplinary
actions that are taken in each priority category specified in
subdivisions (a) and (b).

SEC. 4. Section 2242 of the Business and Professions Codeis
amended to read:

2242. (a) Prescribing, dispensing, or furnishing dangerous
drugs as defined in Section 4022, or recommending marijuanato
apatient for a medicalpurpeses; purpose, without an appropriate
prior examination and amedical indication, including anin-person
examination when recommending marijuana, or recommending
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marijuana for a nonmedical purpose, constitutes unprofessional
conduct.

(b) Nolicenseeshall befound to have committed unprofessional
conduct within the meaning of thissection if, at the time the drugs
were prescribed, dispensed, or furnished, any of the following
applies:

(1) The licensee was a designated physician and surgeon or
podiatrist serving in the absence of the patient’s physician and
surgeon or podiatrist, as the case may be, and if the drugs were
prescribed, dispensed, or furnished only as necessary to maintain
the patient until the return of hisor her practitioner, but in any case
no longer than 72 hours.

(2) The licensee transmitted the order for the drugs to a
registered nurse or to alicensed vocational nurse in an inpatient
facility, and if both of the following conditions exist:

(A) The practitioner had consulted with the registered nurse or
licensed vocational nurse who had reviewed the patient’s records.

(B) The practitioner was designated as the practitioner to serve
in the absence of the patient’s physician and surgeon or podiatrist,
as the case may be.

(3) The licensee was a designated practitioner serving in the
absence of the patient’s physician and surgeon or podiatrist, asthe
case may be, and was in possession of or had utilized the patient’s
records and ordered the renewa of a medically indicated
prescription for an amount not exceeding the original prescription
in strength or amount or for more than one refill.

(4) Thelicenseewas acting in accordance with Section 120582
of the Health and Safety Code.

SEC. 5. Section 2264 of the Business and Professions Codeis
amended to read:

2264. The employing, directly or indirectly, the aiding, or the
abetting of any unlicensed person or any suspended, revoked, or
unlicensed practitioner to engage in the practice of medicine,
including employment by, or other agreement with, a mandatory
commercia registrant acting pursuant to the Medical Cannabis
Regulation and Control Act or a dispensary to provide
recommendations for medical marijuana, or any other mode of
treating the sick or afflicted which requires a license to practice
constitutes unprofessional conduct.
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SEC. 6. Chapter 18 (commencing with Section 26000) isadded
to Division 9 of the Business and Professions Code, to read:

CHAPTER 18. MEDICAL CANNABIS REGULATION
Article 1. Genera Provisions

26000. (&) Itisthe intent of the Legislature in enacting this
chapter to provide for the comprehensive regulation of the
commercia cultivation, manufacturing, testing, transportation,
distribution, provision, donation, and sale of medical cannabisand
the enforcement of laws relating to commercial medical cannabis
activitieswithout preempting city or county ordinances regulating
or banning these activities.

(b) Thischapter isan exercise of the police powers of the state
for the protection of the safety, welfare, health, peace, and morals
of the people of the state.

26001. Subjectte-Without limiting the authority of a city or
county pursuant to-Seetier-26010 Section 7 of Article X1 of the
California Constitution or any other provision of law, and subject
to that authority, the state shall have the-exelusive right and power
to regulate and register persons for the cultivation, manufacture,
testing, transportation, storage, distribution, provision, donation,
sale, purchase, and possession of medical cannabiswithin the state.
In the exercise of these rights and powers, the Legislature shall
not constitute the state or any of its agencies as a cultivator,
manufacturer, transporter, tester, or seller of medical cannabis.

26002. For the purpose of this chapter:

(a) “Cannabis’ means al parts of the plant Cannabis-sativat-
sativa, cannabis indica, or cannabis ruderalis, whether growing
or not; the seeds thereof; the resin, whether crude or purified,
extracted from any part of the plant; and every compound,
manufacture, salt, derivative, mixture, or preparation of the plant,
itsseeds, or resin. It does not include the mature stalks of the plant,
fiber produced from the stalks, oil or cake made from the seeds of
the plant, any other compound, manufacture, salt, derivative,
mixture, or preparation of the mature stalks (except the resin
extracted therefrom), fiber, oil, or cake, or the sterilized seed of
the plant which isincapabl e of germination.“Cannabis—also-means
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marifyana: “ Cannabis’ also means marijuana as defined by
Section 11018 of the Health and Safety Code as enacted by Chapter
1407 of the Satutes of 1972.

(b) “Commercial” means any cultivation, processing,
possession, storage, manufacturing, testing, transportation,
distribution, provision, donation, or sale of cannabis or cannabis
product, whether or not gratuitous, except as provided in
subdivision (b) of Section 26052.

(c) “Department” meansthe Department of Alcoholic Beverage
Control.

t€)

(d) “Dispensary” meansamandatory commercial registrant that
dispenses cannabis or medical cannabis products through aretail
storefront.

(el

(e) “Division” means the Divison of Medical Cannabis
Regulation and Enforcement.

() “ Edible cannabis product” means a cannabis product that
is used or intended for use in whole or in part for human
consumption and includes chewing gum.

te)
(g) “Fund” means the Medical Cannabis Regulation Fund
established pursuant to Section 26028.

(h) “ldentification program” means the universal identification
certificate program for mandatory commercial registrants.

(i) “Mandatory commercial registrant” or “registrant” means
any individual, partnership, joint venture, association, limited
liability company, corporation, estate, trust, receiver, syndicate,
or any other group or combination thereof acting as a unit to
eommererally cultivate, process, possess, store, manufacture, test,
transport, distribute, provide, donate, or sell medical cannabisin
compliance with this chapter, other than a patient or a patient’s
primary caregiver, as defined by the Compassionate Use Act of
1996, growing, possessing, storing, manufacturing, transporting,
or providing medical cannabisexclusively for the personal medical
purposes of individual patients as defined in subdivision (b) of
Section-26050 26052.
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() “Medical cannabis product” or “ cannabis product” means
any—cannabis—preduet; product contamlng cannabis, including
concentrates and extractions, that is cultivated, manufactured,
processed, packaged, and distributed in full compliance with the
requirements of this chapter and with any regulations adopted by
the department pursuant to its rulemaking authority. “Medical
cannabis product” includesmediealty-afused productsthat contain
medical cannabisand areintended for oral or topical consumption
by a qualified patient.

)

(K) “Person” includes any individual, firm, copartnership, joint
venture, association, corporation, estate, trust, business trust,
receiver, syndicate, or any other group or combination acting as a
unit and includes the plural aswell as the singular number.

)

() “Testing and labeling” means mandatory labeling and a
guality assurance planin place that addresses al of the following:

(1) Potency.

(2) Chemical residue.

(3) Microbiological contaminants.

(4) Random sample testing of medical cannabis and medical
cannabis products.

(5 Handling, care, and storage.

(6) Date and location of production and manufacturing.

26010. This chapter-dees and Article 2 (commencing with
Section 11357) and Article 2.5 (commencing with Section 11362.7)
of Chapter 6 of Division 10 of the Health and Safety Code do not
prevent a city or county from doing any of the following:

(&) Adoptinglocal ordinancesincons stent with this chapter that
ban or regulate the location, operation, or establishment of a
mandatory commercial registrant or other individual, partnership,
joint venture, association, limited liability company, corporation,
estate, trust, receiver, syndicate, or any other group or combination
thereof acting asa unit, that cultivates, processes, possesses, stores,
manufactures, tests, transports, distributes, provides, donates, or
sells medical cannabis.

(b) Thecivil or criminal enforcement of the ordinances described
in subdivision (a).
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(c) Establishing areasonabte fee or tax for the operation of a
mandatory commercial registrant within its jurisdiction.

(d) Enacting and enforcing other |laws—eensistent—with—this
ehapter or ordinances pursuant to the authority granted by Section
7 of Article XI of the California Constitution.

Article 2. Administration

26020. (&) There is hereby created in the Department of
Alcoholic Beverage Control the Division of Medical Cannabis
Regulation and Enforcement. The division shall be administered
by a person exempt from the civil service who is appointed by the
director.

(b) The department shall have the-exelusive power, consistent
with the provisions of this chapter, to register persons for the
cultivation, manufacture, testing, transportation, storage,
distribution, and sale of medical cannabis within the state and to
collect registration fees in connection with these actions.

26022. The department shall have all power necessary for
administration of this chapter, including, but not limited to, the
following:

(@) Establishing statewide minimum standards for the
commercia cultivation, manufacturing, testing, transportation,
storage, distribution, provision, donation, and sale of medical
cannabis and medical cannabis products and procedures for the
issuance, renewal, suspension, and revocation of registrations of
mandatory commercial registrants.

(b) Establishing ascale of application, registration, and renewal
fees, to be imposed by the state, for mandatory commercial
registrants for the cultivation, manufacturing, testing,
transportation, distribution, and sale of medical cannabis and
medical cannabis products. The department may charge separate
fees for each mandatory commercial registration application for
cultivation, manufacturing, transportation, distribution, and sale.
Thetotal feesimposed pursuant to this chapter shall bereasorable
and based on the actual costs of administering and enforcing this
chapter.

(c) The department shall make and prescribe those reasenrable
rules as may be necessary or proper to carry out the purposes and
intent of this chapter and to enable it to exercise the powers and
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perform the duties conferred upon it by this chapter and in
accordance with Chapter 3.5 (commencing with Section 11340)
of Part 1 of Division 3 of Title 2 of the Government Code. For the
performance of its duties, the department has the powers as set
forth in Article 2 (commencing with Section 11180) of Chapter 2
of Part 1 of Division 3 of Title 2 of the Government Code.

(d) Approving or denying mandatory commercial registration
applications for cultivation, manufacturing, testing and labeling,
transportation, distribution, provision, donation, and sale of medical
cannabis pursuant to this chapter.

() The department shall have the power, in its discretion, to
deny, suspend, revoke, or fine any registration issued pursuant to
this chapter if the department—determines—for—good—eause;
determines that the granting or continuance of the registration
would be contrary to public welfare or morals or that a person
holding or seeking aregistration has violated any law prohibiting
conduct involving moral turpitude or an applicable local
ordinance.

(f) Imposing any penalty authorized by this chapter or any rule
or regulation adopted pursuant to this chapter.

(g) Taking any-+easenable action with respect to a mandatory
commercial registration application in accordance with procedures
established pursuant to this chapter.

(h) Upon the denial of any application for a registration, the
department shall notify the applicant in writing. After service of
the notice and within the time prescribed by the department, the
applicant may present his or her written petition for aregistration
to the department. Upon receipt by the department of a petition
for a registration in proper form, the petition shall be set for
hearing.

(1) (1) For any hearing held pursuant to this chapter, the
department may delegate the power to hear and decide to an
administrative law judge appointed by the director. Any hearing
before an administrative law judge shall be pursuant to the
procedures, rules, and limitations prescribed in Chapter 5
(commencing with Section 11500) of Part 1 of Division 3 of Title
2 of the Government Code.

(2) Prior to suspending, revoking, or fining any registration, the
department shall file an accusation as provided for in Section 11503
of the Government Code, and the registrant may request ahearing.
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If the department deter mines that the public interest requires that
aregistration be summarily suspended pending hearing on charges
of misconduct that include any of the causes for suspension or
revocation specified in this chapter, or if the department has
information that leads it to believe that a registrant has violated
any law prohibiting conduct involving moral turpitude or any
applicablelocal ordinance, the department may, without hearing,
temporarily suspend the registration for a period not exceeding
60 days pending a hearing and decision on the charges.

() Developing any forms, identification certificates, and
applications that are necessary or convenient in the-reasonable
discretion of the department for the administration of this chapter
or any of the rules or regulations adopted pursuant to this chapter.

(k) Overseeing the operation of the Medical CannabisRegulation
Fund established pursuant to Section 26028.

() Establishingreasonrabte feesfor processing all applications,
registrations, notices, or reports required to be submitted to the
department. The amount of the fees shall reflect, but shall not
exceed, the direct and indirect costs of the department for the
administration of this chapter and the rules or regulations adopted
pursuant to this chapter.

(m) The department may consult with other state agencies,
departments, or public or private entities for the purposes of
establishing statewide standards and regulations.

26024. (&) Thedepartment may assist state taxation authorities
in the development of uniform policies for the state taxation of
mandatory commercial registrants.

(b) The department shall assist the Division of Occupational
Safety and Health in the Department of Industrial Relationsin the
development of industry-specific regulationsrelated to commercia
medical cannabis activities.

26028. (a) The Medical Cannabis Regulation Fund is hereby
established within the State Treasury. Notwithstanding Section
16305.7 of the Government Code, the fund shall include any
interest and dividends earned on the money in the fund.

(b) All feescollected pursuant to this chapter shall be deposited
into the Medical Cannabis Regulation Fund. Notwithstanding
Section 13340 of the Government Code, al moneys within the
fund are hereby continuously appropriated, without regard to fiscal
year, to the department solely for the purposes of fully funding
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and administering this chapter, including, but not limited to, the
costsincurred by the department for its administrative expenses.

(c) All moneys collected pursuant to this chapter as a result of
penalties imposed under this division shall be deposited directly
into the General Fund, to be available upon appropriation.

(d) The department may establish and administer a grant
program to allocate moneysfrom the Medical Cannabis Regulation
Fund to state and local entities for the purpose of assisting with
eommereral medical cannabis regulation and the enforcement of
this chapter and other state and local laws applicable to
registrants.

26030. (@) The director and the persons employed by the
department for the administration and enforcement of this chapter
are peace officers in the enforcement of the penal provisions of
this chapter, the rules of the department adopted under the
provisions of this chapter, and any other penal provisions of law
of this state prohibiting or regulating the cultivation, processing,
storing, manufacturing, testing, transporting, or selling of medical
cannabis, and these persons are authorized, while acting as peace
officers, to enforce any penal provisionsof law whilein the course
of their employment.

(b) The director, the persons employed by the department for
the administration and enforcement of this chapter, peace officers
listed in Section 830.1 of the Penal Code, and those officerslisted
in Section 830.6 of the Penal Code while acting in the course and
scope of their employment as peace officers may, in enforcing the
provisions of this chapter, visit and inspect the premises of any
mandatory commercia registrant at any time during which the
registrant is acting pursuant to the registration.

(c) Peace officers of the Department of the California Highway
Patrol, members of the University of California and California
State University police departments, and peace officers of the
Department of Parks and Recreation, as defined in subdivisions
@, (b), (c), and (f) of Section 830.2 of the Penal Code, may, in
enforcing this chapter, visit and inspect the premises of any
mandatory commercial registrant located on state property at any
time during which the registrant is acting pursuant to the
registration.

26034. (@) Information identifyingthe namesof patients, their
medical conditions, or the names of their primary caregivers
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received and contained in records kept by the department for the
purposes of administering this chapter are confidential and exempt
from the California Public RecordsAct (Chapter 3.5 (commencing
with Section 6250) of Division 7 of Title 1 of the Government
Code) and-er are not subject to disclosure to any individual or
private entity, except as necessary for authorized employees of the
State of California to perform official duties pursuant to this
chapter:

(b) (1) Nothing in this section precludes the following:

(A) Division employeesnotifying state or |ocalHtaw-enfercement
agencies about information submitted to the division that the
employee suspectsis falsified or fraudulent.

(B) Notifications from the divison to state or local—taw
enfereement agencies about apparent-eriminabvotation violations
of this chapter or any applicable local ordinance.

(C) Verification of requests by state or |ocal+aw-enfereement
agencies to confirm registrants and certificates issued by the
division or other state agency.

(D) Provision of information requested pursuant to acourt order
or subpoenaissued by acourt or an administrative agency or local
governing body authorized by law to issue subpoenas.

(2) Information shall not be disclosed beyond what isnecessary
to achieve the—timited goals of a specific investigation or
notification or the parameters of a specific court order or subpoena.

Article 3. Mandatory Commercial Registration

26040. (a) Onor before January 1, 2016, the department shall
promulgate regulations necessary for the implementation and
enforcement of this chapter. These regul ationsshal-be+easonable
and shall include:

(1) Procedures for the issuance, renewal, suspension, and
revocation of mandatory commercial registrations.

(2) Application, registration, and renewal forms and fees
consistent with this act.

(3) Time periods, not to exceed 90 days, by which the
department shall approve or deny an application for medical
cannabis registration.

(4) Qualifications for registrants.
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(5) Security requirements, including, but not limited to,
procedures for limiting access to facilities and for the screening
of employees. The department shall require all registrants to
maintain an accurate roster of any employee's name, date of birth,
and relevant personally identifying information, which shall be
available for inspection by the department or state or local law
enforcement upon demand.

(6) Testing and labeling requirements, including, but not limited
to, disclosure of the active cannabinoid profile, constituent
elements, activeingredients, and results of testing for contaminants.

(7) Hedth and safety requirements, including, but not limited
to, prohibitions on shipping or distribution of products containing
microbiological, bacterial, pathogenic yeast or mold counts, or
any adulterant or contaminant, that exceed levelsto be determined
by the department.

(8) Inspection and tracking requirements, including, but not
limited to, an electronic production and inventory tracking system
that will allow the department to monitor inventory data at every
level of the cultivation, processing, and distribution system through
a secure, Internet Web site-based portal.

(9) Storage, packaging, and transportation procedures and
protocols.

(10) Advertising restrictions and requirements.

(11) Requirements to ensure conformance with—apphieable
standards analogous to state statutory environmental, agricultural,
consumer protectlon and food and product safety requwements

andagﬂeuktulﬂal—d'rsehafgaThe@e standards shaJI be adm| nlstered
and enforced by the department and shall be in addition to, and

not limit, any other state requirements. At a minimum, these
standards shall:

(A) Prescribe sanitation standards analogous to the California
Retail Food Code for food preparation, storage, and handling and
sale of edible cannabis products.

(B) Requirethat edible cannabis products produced, distributed,
provided, donated, or sold by mandatory commercial registrants
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shall be limited to nonpotentially hazardous food as established
by the State Department of Public Health pursuant to Section
114365.5 of Health and Safety Code.

(C) Provide standards for labeling edible cannabis productsto
ensure that the products cannot be mistaken asfood not containing
cannabis.

(D) Require that facilities in which edible cannabis products
are prepared shall be constructed in accordance with applicable
building standards, health and safety standards, and other state
laws.

(E) Ensure that edible products distributed or sold by
dispensaries are not produced or stored in private homes.

(F) Provide that any weighing or measuring devices used in
connection with the sale or distribution of cannabis are required
to meet standards analogous to Division 5 (commencing with
Section 12001) of the Business and Professions Code.

(G) Require that any application of pesticides or other pest
control in connection with the indoor or outdoor cultivation of
cannabis shall meet standards analogous to Divison 6
(commencing with Section 11401) of the Food and Agricultural
Code and its implementing regulations.

(H) Protect the state’s clean water and environment, including,
but not limited to, protectionsrelated to land conversion, grading,
water diverson and pond development, and agricultural
discharges.

(12) Requirements to prevent the diversion of cannabis to
nonmedical use, including procedures and protocols for disposal
of excess, contaminated, adulterated, or deteriorated products.

(13) Civil penalties for the failure to comply with regulations
adopted pursuant to this chapter.

(b) A mandatory commercial registration application or renewal
shall not be approved if the department determines any of the
following:

(1) The applicant failsto meet the requirements of this chapter
or any regulation adopted pursuant to this—ehapter—etuding
chapter or any applicable city or county ordinance or regulation.

(2) The applicant, or any of its-officers-erdirecters; officers,
directors, owners, members, or shareholdersisunder 21 years of

age.
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(3) Theapplicant hasknowingly answered aquestion or request
for information falsely on the application form or failed to provide
information requested.

(4) The applicant, or any of its-officers-er-directers; officers,
directors, owners, members, or shareholders has been convicted
in the previous five years of a violent felony, as specified in
subdivision (c) of Section 667.5 of the Penal Code, aseriousfelony
as specified in subdivision (c) of Section 1192.7 of the Penal Code,
afelony offenseinvolving fraud or deceit, or any other felony that,
in the department’ s estimation, would impair the applicant’s ability
to appropriately operate as a mandatory commercial registrant.

(5 The applicant, or any of its-efficers-er-directors; officers,
directors, owners, members, or shareholdersisalicensed physician
making patient recommendations for medical cannabis.

(6) The applicant, or any of its-officers-erdirecters; officers,
directors, owners, members, or shareholders has been sanctioned
by the department, acity, or acounty for-unregistered-commereial
meehteal cannabis activities conducted in violation of this chapter
or any applicable local ordinance or has had a mandatory
commercial registration revoked in the previous three years.

(7) A sufficient number of mandatory commercial registrants
already existsin the state, acity, or acounty to provide asufficient
amount of medical cannabisto satisfy patients’ medical usein that
jurisdiction.

(8) The proposed cultivation, processing, possession, storage,
manufacturing, testing, transporting, distribution, provision,
donation, or sale of medical cannabiswill violate any applicable
local law or ordinance.

(©) (1) Inorderto protect the public safety and provide patients
with prompt, safe access to medica cannabis during
implementation of this chapter, within 180 days of January 1, 2015,
the department shall issue emergency regulations consistent with
this chapter that allow a qualified applicant for mandatory
commercial registration to apply, be reviewed, and be registered
to cultivate, process, manufacture, store, and transport medical
cannabis so as to ensure an adequate supply of medical cannabis
upon full implementation of this chapter.

(2) The department shall establish appropriate fees as part of
its emergency regulations adopted pursuant to this chapter.
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26042. For the purpose of regulating the commercial
cultivation, manufacturing, testing, transportation, distribution,
provision, donation, and sale of medical cannabis, the department;
tsreasonable-discretion,may shall establish various classes or
types of registration for specific commercial medica
cannabis-related activities, as set forth in this chapter. At a
minimum, registrants engaged in the cultivation and processing
of cannabis shall be in a different class from those registrants
operating dispensaries.

26043. (d) Each mandatory commercia registration application
approved by the department pursuant to this chapter is separate
and distinct.-An-apphecant-may—apply-for A registrant shall not
hold a mandatory commercial registration in more than one class
of specified medical cannabis activities. A registrant shall not be
an officer, director, member, owner, or shareholder registrant in
another class. The officers, directors, owners, members, or
shareholders of a registrant in one class may not hold a
registration in another class, and may not be an officer, director,
member, owner, or shareholder of a registrant in another class.

(b) A mandatory commercial registration application approved
by the department pursuant to this chapter shall be valid for a
period not to exceed one year from the date of approval unless
revoked or suspended earlier than that date pursuant to this chapter
or the rules or regulations adopted pursuant to this chapter.

26044. (@) The department shall limit the number of
registrations statewide for the cultivation, processing, extraction,
packaging, and transportation of medical cannabisto anumber no
greater than what is necessary to meet statewide need. In
determining the appropriate number of registrations, the department
may take into account information obtained from sources that
include, but need not be limited to, municipalities, patients, and
registrants.

(b) Thedepartment shall ensure that the number of registrations
that it approves does not exceed the ability of the department to
enforce the provisions of this chapter, particularly with respect to
ensuring patient safety and preventing illegal diversion of cannabis.

(c) Inestablishing limits pursuant to this section, the department
shall consider the following:

(1) The purposes and intent of the Compassionate Use Act of
1996 to ensure an adequate supply of medical cannabis while
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endeavoring to prevent an oversupply of cannabis that may result
in diversion.

(2) The number of applicants for mandatory commercial
registrations whose application demonstrates that they will be able
to produce consistent products with strict quality controls, in full
compliance with this chapter and with all applicable state and local
regulations, and the amount of medical cannabis those applicants
will be able to provide.

26045. Every mandatory commercial registration isrenewable
unlessthe registration has been revoked if the renewal registration
is made and the fee for it is paid. A registration that has been
suspended, but not revoked, may be renewed under this section,
provided that the suspension shall remain in effect upon renewal.
All registrationsexpire at 12 midnight on thelast day of the month
posted on theregistration. All registrationsissued shall be renewed
asfollows:

(&) Theapplicationto renew theregistration may befiled before
the registration expires upon payment of the annual fee.

(b) For 60 days after the registration expires, the registration
may be renewed upon payment of the annual renewal fee plus a
penalty fee that shall be equal to 50 percent of the annual fee.

(c) Unless otherwise terminated, or unless renewed pursuant to
subdivision-{b}-er{€); (a) or (b), aregistration that isin effect on
the month posted on the registration continues in effect through
12 midnight of the 60th day following the month posted on the
registration, at which timeit is automatically canceled.

97



AB 1894 — 24—

OCO~NOUITPA,WNE

(d) A registration that has been cancel ed pursuant to subdivision
{e) (c) may bereinstated during the 30 daysimmediately following
cancellation upon payment by cashier’s check or money order of
the annual renewal fee, plus a penalty fee that shall be equal to
100 percent of the annual fee. A registration that has been canceled
pursuant to subdivision-€) (d) and that has not been reinstated
within 30 days pursuant to this subdivision isautomatically revoked
on the 31st day after the registration has been canceled.

&)

(e) A renewal application shall not be deemed filed within the
meaning of this section unlessthe document itself has been actually
delivered to, and the required renewal fee has been paid at, any
office of the department during office hours, or unless both the
document and fee have been filed and remitted pursuant to Section
11003 of the Government Code.

26046. An application for mandatory commercial registration
shall include, but shall not be limited to, all of the following:

(a) For all applicants:

(1) The legal name and proposed physical addresses of the
mandatory commercial registrant.

(2) Thename, address, and date of birth of each principal officer
and board member.

(3) Operating and inventory control procedures to ensure
security and prevent diversion.

(4) Detailed operating procedures for the proposed facility,
which shall include, but not be limited to, provisions for facility
and operational security, prevention of diversion, employee
screening, storage of medical cannabis, personnel policies, and
recordkeeping procedures.

(5) A listof al personsor entities having an ownership interest
other than a security interest, lien, or encumbrance on any property
that will be used by the applicant.

(6) Evidence of thelegal right to occupy and use an established
location, or an immunity from prosecution for that occupancy or
use pursuant to alocal ordinance or ordinances, including, but not
limited to, Measure D, approved by the voters of the City of Los
Angeles at the May 21, 2013, general election, for the activities
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to be conducted if the desired registration is granted consistent
with the provisions of this chapter and the regulations devel oped
by the department.

(7) Documentation that the applicant will bein compliancewith
all local ordinances and regulations, including an entity granted
immunity under Measure D, approved by the voters of the City of
LosAngelesen at the May 21, 2013,-balet general election.

(8) Evidence that officers and owners of the applicant
organization are citizens of the United States and residents of the
State of California.

(b) Ha—For appllcatlons for cultivation and processing, in
addition to the requirements of subdivision (a),fercuttivation-and
proeessihg-appheants; the application shall also include detailed
operating procedures for cultivation, extraction and infusion
methods, transportation of products, inventory procedures,
procedures for quality control, and onsite testing of product for
potential contaminants.

26047. Upon receipt of an application for a registration and
the applicable fee, the department shall make a thorough
investigation to determine whether the applicant and the premises
for which aregistration is applied qualify for the registration and
whether the provisions of this chapter have been complied with,
and shall investigate all matters connected therewith which may
affect the public welfare and morals. The department shall deny
an application for a registration if either the applicant or the
premises for which a registration is applied do not qualify for a
registration under this chapter. The department further shall deny
an application for a registration if the department finds that
issuance of that registration woul dteneHte create alaw enforcement
problem. The department may place-reasenable conditions upon
registrationsif grounds exist for denial of the registration, and the
department finds those grounds may be removed by theimposition
of those-eenditiens conditions, provided that the requirements set
forthin paragraphs (6) and (8) of subdivision (b) of Section 26040
shall not be waived.

26048. A physician shall not recommend medical cannabisto
apatient whilethe physicianisamandatory commercial registrant,
or an officer, director, owner, member, shareholder, employee, or
financial beneficiary of a mandatory commercial registrant.
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26049. (a) The actions of a mandatory commercial registrant
or provisional registrant, its employees, and its agents, permitted
pursuant to a mandatory commercial registration or provisional
registration issued by the department or otherwise permitted by
this chapter, that are conducted in accordance to the requirements
of this chapter and regulations adopted pursuant to the authority
granted by this chapter, are not unlawful under state law and shall
not be an offense subject to arrest, prosecution, or other sanction
under state-erteeal law, or be subject to a civil fine or be abasis
for seizure or forfeiture of assets under state-ertoeal law.

(b) The actions of a person who, in good faith and upon
appropriate investigation, allows hisor her property to be used by
a mandatory commercial registrant or provisional registrant, its
employees, and its agents, as permitted pursuant to a mandatory
commercial registration or provisional registration issued by the
department or otherwise permitted by this chapter, are not unlawful
under state law and shall not be an offense subject to arrest,
prosecution, or other sanction under state-ertoeal law, or be subject
to acivil fine or be abasisfor seizure or forfeiture of assets under
state-ortoeat law.

(c) This section shall not be deemed to limit the authority or
remedies of a city or county under any provision of law, including,
without limitation, Section 26010 or 26060 of this code or Section
7 of Article XI of the California Constitution.

26050. (a) A registrant shall not cultivate, process, store,
manufacture, test, transport, or sell medical cannabis in the state
unless accurate records are kept at the registered premises of the
growing, processing, storing, manufacturing, testing, transporting,
or selling by theregistrant in the state. These records shall include
the name and address of the supplier of any cannabisor cannabis
products received or possessed by the registrant, the location at
which the cannabis was cultivated, the amount of cannabis
received, theforminwhichit isreceived, the name of the employee
receiving it, and the date of receipt. These records shall further
include receipts for all expenditures incurred by theregistrant;
registrant and banking records, if any, for all funds obtained or
expended in the performance of any activity under the authority
of the registration, provided that a registrant registered to act at
more than one premises may keep all records at one of the
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registered premises. Required records shall be kept for aperiod of
three seven years from the date of the transaction.

(b) The department and any state or local agency may make
any examination of the books and records of any registrant and
may visit and inspect the premises of any registrant that the
department may deem necessary to perform its duties under this
chapter.

(c) Any books or records requested by the department or any
state or local agency shall be provided by the registrant no later
than at the end of the next business day after the request is made.

(d) Thedepartment or any state or local agency may enter and
inspect the premises of any facility operated by a registrant
between the hours of 8 a.m. and 8 p.m. on any day that the facility
iS open, or at any reasonable time, to ensure compliance and
enforcement of the provisions of this chapter or any local
ordinance.

(e) In the event that the registrant or any employee of the
registrant refuses, impedes, obstructs, or interferes with an
inspection pursuant to this chapter or local ordinance, or if the
registrant fails to maintain or provide the books and records
required by this section, the registration may be summarily
suspended pursuant to paragraph (2) of subdivision (i) of Section
26022 and the department shall directly commence proceedings
for the revocation of the registration in accordance with this
chapter.

26052. (@) This chapter shall not apply to, and shall have no
diminishing effect on, the rights and protections granted to a patient
or aprimary caregiver pursuant to the Compassionate Use Act of
1996.

(b) (1) A patient who cultivates, possesses, stores, manufactures,
or transports cannabis exclusively for his or her personal medical
use and who does not-sel-er-distribute sell, distribute, donate, or
provide cannabis to any other person is not considered a
commercial registrant and is exempt from mandatory commercial
registration under this chapter.

(2) A primary caregiver who cultivates, possesses, stores,
manufactures, transports, or provides cannabis exclusively for the
personal medical purposes of aspecified qualified patient for whom
he or she is the primary caregiver within the meaning of Section
11362.7 of the Health and Safety Code and who-deesret-sel-or
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distribute—eannabls does not receive remuneration for these
activities except for compensation in full compliance with
subdivision (c) of Section 11362.765 of the Health and Safety
Codeisnot considered acommercial registrant and isexempt from
mandatory commercial registration under this chapter.

26054. Beginning January 1, 2014, the department shall provide
for provisional registrations as follows:

(& Thedepartment shall request that every city or-estnty; county
provide the department with alist of approved entities providing
medical cannabis to qualified patients and caregivers within the
city or county’sjurisdiction, if any, thelocation at which the entity
is operating, and the names of the persons who operate the entity.
Untess If the jurisdiction represents that the entity has-het been
operating in compliance with local laws and regulations, or-dees
npet-have has limited immunity under local laws, including, but
not limited to, Measure D, approved by the voters of the City of
LosAngelesat the May 21, 2013, general election, the department
shall issue a provisional registration to the entity until the time
that the entity’s application for mandatory commercial registration
has been approved or denied under this chapter, but no later than
90 days after the department begins accepting applications for
mandatory commercial registration.

(b) The department shall issue a provisional registration to
individualsand entitiesthat the department determineswere, during
the six months prior to January 1, 2015, regularly cultivating or
distributing medical cannabis collectively or cooperatively in full
compliance with paragraphs A and B of Section IV of the
Guidelines for Security and Non-Diversion of Marijuana Grown
for Medical Use, issued by the Department of Justice in August
2008, and any applicable local ordinance, to continue to do so
until such time as the registrant’s application for mandatory
commercia registration has been approved or denied under this
chapter, but no later than 90 days after the department begins
accepting applications for mandatory commercial registration.+Ha

the-tndividual-er-entity: To qualify, provisiona registrants shall
be required to disclose to the department the following information
in writing on or before January 20, 2015, in order to obtain
provisional registration:
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(1) The names, addresses, and dates of birth of each principal
officer, owner, or board member.

(2) The common street address and assessor’s parcel number
of the property at which the registrant conducts any activity under
the authority of the registration.

(3) The common street address and assessor’s parcel number
of the property at which any cultivation activity was or is to be
conducted.

3

(4) For the six months prior to January 1, 2015, the quantity of
cannabis cultivated at a location and the quantity expected to be
cultivated from January 1, 2015, to June 30, 2015, inclusive. The
registrant shall make itsrecords of current activity and activity for
the six months prior to January 1, 2015, available to the department
upon request.

() The department shall charge an application fee of five
thousand dollars ($5,000) for each provisional registration.

(d) Notwithstanding any other provision of this section, the
department shall not issue a provisional registration to any
individual or entity, or for any premises, against whom there are
pending state or local administrative or judicial proceedings or
actions initiated by a city or county under any applicable local
ordinance or who has been deter mined through those proceedings
to have violated any applicable local ordinance.

26055. Entitiesthat are provided immunity under Measure D,
approved by the voters of the City of Los Angeles-en at the May
21, 2013, —baHet; general election, shall be considered the
equivalent of entities that are registered, permitted, or licensed as
amedica marijuanabusiness, dispensary, or other entity involved
in providing medical marijuanato patientsunder alocal ordinance
and shall be considered in compliance with alocal ordinance for
the purposes of the implementation of the act adding this section
and any regulations promulgated by the department.

26056. In addition to other regulations adopted by the
department pertaining to mandatory commercia registrants and
without limiting the authority of a city or a county pursuant to

i S ' ; Section 7 of
Article Xl of the California Constitution or any other law, the
department shall adopt regulations regarding the minimum
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standards for the operation of dispensariesthat establish all of the
following:

() Standards for labeling of products, including the name of
the mandatory commercial registrant from which the product was
obtained, and arequirement that dispensaries provide patientswith
detailed written information about the contents of the cannabis
and medical cannabis products they obtain.

(b) Requirementsfor inventory control and reporting that require
all dispensaries to be able to demonstrate the present location,
amounts, and descriptions of all medical cannabis products from
thetime of delivery to the dispensary until purchase by aqualified
patient or primary caregiver.

() The maximum number of dispensaries that may operate in
acity or county or the unincorporated areas of a county based on
population, taking into consideration the distances that patientsin
rural areas may need to travel in order to reach a dispensary and
the availability of public transportation in both rural and urban
areas. The number established by the department for any city or
county may not exceed the number of dispensariesallowed by any
applicable local ordinance.

(d) Minimum educational and testing requirements for
dispensary staff, including background checks, and arequirement
that every dispensary maintain dedicated, licensed security staff
both inside and outside the dispensary.

(e) Maximum hours of operation for every dispensary.

(f) Minimum standards governing signage and advertising for
dispensaries.

26057. The department shall make recommendations to the
Legidature pertaining to the establishment of an appeals and
judicial review process for persons aggrieved by a final decision
of the department.

Article4. Enforcement

26060. (@) Thedepartment shall work in conjunctionwithlaw
enforcement entities throughout the state for the purpose of
implementing and enforcing the rules and regulations regarding
commercial medical cannabisand taking appropriate action against
businesses and individuals who fail to comply with the law.
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(b) Nothing in this chapter-shat-prevent-a-city,-€ounty,-or-¢ity

appheation: or in Article 2 (commencing with Section 11357) or
Article 2.5 (commencing with Section 11362.7) of Chapter 6 of
Division 10 of the Health and Safety Code shall prevent a city,
county, or city and county from adopting or enforcing a zoning
ordinance or other law, ordinance, or regulation that bans or
regulatesthelocation, operation, or establishment of a mandatory
commercial registrant or other individual, partnership, joint
venture, association, limited liability company, corporation, estate,
trust, receiver, syndicate, or any other group or combination
thereof acting asa unit, that cultivates, processes, possesses, stores,
manufactures, tests, transports, distributes, provides, donates, or
sells medical cannabis.

26062. Except for aperson identified in Section 26052, aperson
shall not exercise the privilege or perform any act that aregistrant
may exercise or perform under the authority of aregistration unless
the person is acting pursuant to a registration, including a
provisional registration, issued pursuant to this chapter.

26063. (&) Commencing January 1, 2016, any product
containing cannabis that is distributed, except in the case of a
primary caregiver distributing to aqualified patient, or offered for
sale shall comply with thetesting-ane-Habeling testing, labeling,
and food safety requirements established through regulation by
the department.

(b) No person shall steal or fraudulently use a mandatory
commercial registrant identification certificate or registration or
other registrant’s identification card or registration issued by the
department to acquire, cultivate, transport, produce, possess for
sale, sall, provide, donate, or distribute cannabis.

(c) No person shall counterfeit, tamper with, or fraudulently
produce an identification card or registration status.

(d) Any person who violates this section, or Section 26062, is
guilty of a misdemeanor and shall be subject to the following
penalties:

(1) For the first offense, imprisonment in a county jail for no
more than six months or a fine not to exceed-ene five thousand

dollars{$1;000); ($5,000), or both.
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(2) For a second or subsequent offense, imprisonment in a
county jail for no more than one year or afine not to exceed-ene
eight thousand dollars{$3;6086); ($8,000), or both.

(e) Any person who is charged, prosecuted, or subjected to a
civil penalty under this chapter shall not also be charged or
prosecuted pursuant to the Health and Safety Code for conduct
arising from the same set of facts.

26064. Any person operating an unregistered facility, building,
structure, or location where cannabis is being commercialy
cultivated, manufactured, or possessed for salein violation of this
chapter may be subject to civil penalties of up to twenty-five
thousand dollars ($25,000) for each violation, and the department
may order the destruction of any cannabis associated with that
violation. Each day of operation shall constitute a separate
violation of this section. Any civil fines collected pursuant to this
section shall be deposited into the General Fund pursuant to Section
26028.

26066. The director or any district attorney, county counsel,
city attorney, or city prosecutor may bring an action in the name
of the people of the State of California to enjoin aviolation or the
threatened violation of any provision of this chapter, including,
but not limited to, a registrant’s failure to correct objectionable
conditions following notice or as aresult of any rule promulgated
pursuant to this chapter. The action shall be brought in the county
in which the violation occurred or is threatened to occur. Any
proceeding brought pursuant to this chapter shall conform to the
requirements of Chapter 3 (commencing with Section 525) of Title
7 of Part 2 of the Code of Civil Procedure.

26068. {a-A dstate or local law enforcement agency shall
immediately notify the department of any arrests made for
violations over which the department hasjurisdiction which involve
aregistrant or registered premises. Notice shall be given within
10 days of the arrest. The department shall promptly cause an
investigation to be made asto whether grounds exist for suspension
or revocation of aregistration of the registrant.
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26070. Nothinginthischapter shall be construed to limit alaw
enforcement agency’s ability to investigate unlawful activity in
relation to a mandatory commercial registrant.

26072. The department shall create and maintain a searchable
database that will allow state and local law enforcement to verify
amandatory commercial registration.

Article 5. Transportation of Medical Cannabis

26100. To claimthe protectionsof thischapter and to maintain
avalid mandatory commercial registration, a registrant shall-ship
transport medical cannabis productsonly to theregistered facilities
of a mandatory commercial registrant and only in response to a
request for a specific quantity and variety from—a—registered

' tal that registrant.

26102. (@) Prior to transporting any medical cannabis product,
amandatory commercial registrant shall do the following:

(1) Complete a shipping manifest using a form prescribed by
the department.

(2) Securely transmit a copy of the manifest to the mandatory
commercial registrant that will receive the medical cannabis
product and to the department prior to transport.

(b) The mandatory commercial registrant shipping and the
registrant receiving shall maintain each shipping manifest and
make it available to the department upon request.

26104. (a) Transported medical cannabis products shall:

(1) Be transported only in a locked, safe and secure storage
compartment that is securely affixed to the interior of the
transporting vehicle.

(2) Not be visible from outside the vehicle.

(b) Any vehicle transporting medical cannabis products shall
travel directly from the facilities of the mandatory commercial
registrant to the registered facilities of the registrant authorized to
receive the shipment.
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26106. (a) A mandatory commercial registrant shall staff all
transport vehicleswith aminimum of two employees. At least one
delivery team member shall remain with the vehicle at al times
that the vehicle contains medical cannabis.

(b) Each delivery team member shall have access to a secure
form of communication by which each member can communicate
with personnel at the mandatory commercial registrant facility at
all timesthat the vehicle contains medical cannabis.

(c) Eachdelivery team member shall possess documentation of
mandatory commercia registration and a government-issued
identification card at all times when transporting or delivering
medical cannabis and shall produce it to any representative of the
department or law enforcement official upon request.

26107. This chapter shall not be construed to authorize or
permit any registrant to transport, or cause to be transported,
cannabis or cannabis products outside the state.

SEC. 7. Section 23028 is added to the Government Code, to
read:

23028. (a) (1) Inadditiontoany authority otherwise provided
by law, the board of supervisors of any county may impose, by
ordinance, a tax on the privilege of cultivating, dispensing,
producing, processing, preparing, storing, providing, donating,
selling, or distributing cannabis or cannabis products by a
mandatory commercial registrant operating pursuant to Chapter
18 (commencing with Section 26000) of Division 9 of the Business
and Professions Code. The tax may be imposed for general
governmental purposesor for purposes specified in the ordinance
by the board of supervisors.

(2) The board of supervisors shall specify in the ordinance
proposing the tax the activities subject to the tax, the applicable
rate or rates, the method of apportionment, and the manner of
collection of the tax. A tax imposed pursuant to this section is a
tax and not a fee or special assessment, and thetax isnot required
to be apportioned on the basis of benefit to any person or property
or be applied uniformly to all taxpayers or all real property.

(3) A tax imposed by a county pursuant to this section by a
county may include a transactions and use tax imposed solely for
cannabis or cannabis products, which shall otherwise conformto
Part 1.6 (commencing with Section 7251) of Division 2 of the
Revenue and Taxation Code. Notwithstanding Section 7251.1 of
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the Revenue and Taxation Code, the tax may be imposed at any
rate specified by the board of supervisors, and the tax rate
authorized by this section shall not be considered for purposes of
the combined tax rate limitation established by that section.

(4) Thetaxauthorized by this section may beimposed upon any
or all of the activities set forth in paragraph (1), regardless of
whether the activity is undertaken individually, collectively, or
cooperatively, and regardless of whether the activity is for
compensation or gratuitously, as determined by the board of
Supervisors.

(5) The board of supervisors shall specify whether the tax
appliesthroughout the entire county or within the unincor porated
area of the county.

(b) Inaddition to any other method of collection authorized by
law, the board of supervisors may provide for collection of the tax
imposed pursuant to this section in the same manner, and subject
to the same penalties and priority of lien, as other charges and
taxes fixed and collected by the county.

(c) Any taximposed pursuant to this section shall be subject to
applicablevoter approval requirementsimposed by any other law.

(d) For purposes of this section, “ cannabis’ and “ cannabis
products’ shall have the meanings set forth in Section 26001 of
the Business and Professions Code.

(e) Thissection doesnot limit or prohibit the levy or collection
or any other fee, charge, or tax, or any license or service fee or
charge upon, or related to, the activities set forth in subdivision
(a) as otherwise provided by law. This section shall not be
construed as a limitation upon the taxing authority of any county
as provided by other law.

SEC+

SEC. 8. Section 11362.7 of the Health and Safety Code is
amended to read:

11362.7. For purposes of thisarticle, the following definitions
shall apply:

(@ “Attending physician” means an individual who possesses
alicensein good standing to practice medicine or osteopathy issued
by the Medical Board of California or the Osteopathic Medical
Board of Californiaand who hastaken responsibility for an aspect
of the medical care, treatment, diagnosis, counseling, or referral
of a patient and who has performed an appropriate prior
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examination, found that the patient has a medical indication, and
recommends marijuana for medical purposes to treat a serious
medical condition.

(b) “Department” meansthe State Department of Public Health.

(c) “Person with an identification card’” means an individual
who isaqualified patient who has applied for and received avalid
identification card pursuant to this article.

(d) “Primary caregiver” means the individual, designated by a
qualified patient or by a person with an identification card, who
has consistently assumed responsibility for the housing, health, or
safety of that patient or person, and may include any of the
following:

(1) Inany case in which a qualified patient or person with an
identification card receives medical care or supportive services,
or both, from acliniclicensed pursuant to Chapter 1 (commencing
with Section 1200) of Division 2, a health care facility licensed
pursuant to Chapter 2 (commencing with Section 1250) of Division
2, aresdentia carefacility for personswith chronic life-threatening
illnesslicensed pursuant to Chapter 3.01 (commencing with Section
1568.01) of Division 2, aresidential care facility for the elderly
licensed pursuant to Chapter 3.2 (commencing with Section 1569)
of Division 2, ahospice, or ahome health agency licensed pursuant
to Chapter 8 (commencing with Section 1725) of Division 2, the
owner or operator, or no more than three employees who are
designated by the owner or operator, of the clinic, facility, hospice,
or home health agency, if designated as a primary caregiver by
that qualified patient or person with an identification card.

(2) An individua who has been designated as a primary
caregiver by more than one qualified patient or person with an
identification card, if every qualified patient or person with an
identification card who has designated that individual asaprimary
caregiver resides in the same city or county as the primary
caregive.

(3) An individua who has been designated as a primary
caregiver by a qualified patient or person with an identification
card who residesin acity or county other than that of the primary
caregiver, if the individual has not been designated as a primary
caregiver by any other qualified patient or person with an
identification card.
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(e) A primary caregiver shall be at |east 18 years of age, unless
the primary caregiver is the parent of a minor child who is a
qualified patient or a person with an identification card or the
primary caregiver is a person otherwise entitled to make medical
decisions under state law pursuant to Sections 6922, 7002, 7050,
or 7120 of the Family Code.

(f) “Qualified patient” means a person who is entitled to the
protections of Section 11362.5, but who does not have an
identification card issued pursuant to this article.

(g) “ldentification card” means a document issued by the State
Department of Public Health that document identifies a person
authorized to engage in the medical use of marijuana and the
person’s designated primary caregiver, if any.

(h) “Serious medical condition” means all of the following
medical conditions:

(1) Acquired immune deficiency syndrome (AIDS).

(2) Anorexia.

(3) Arthritis.

(4) Cachexia.

(5) Cancer.

(6) Chronic pain.

(7) Glaucoma.

(8) Migraine.

(9) Persistent muscle spasms, including, but not limited to,
Spasms associated with multiple sclerosis.

(10) Seizures, including, but not limited to, seizures associated
with epilepsy.

(11) Severe nausea.

(12) Any other chronic or persistent medica symptom that
either:

(A) Substantially limitsthe ability of the person to conduct one
or more major life activities as defined in the Americans with
DisabilitiesAct of 1990 (Public Law 101-336).

(B) If not aleviated, may cause serious harm to the patient’s
safety or physical or mental health.

(i) “Written documentation” means accurate reproductions of
those portions of a patient’s medical recordsthat have been created
by the attending physician, that contain the information required
by paragraph (2) of subdivision (a) of Section 11362.715, and that
the patient may submit to a county heath department or the
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county’s designee as part of an application for an identification
card.

SECS:

SEC. 9. Section 11362.775 of the Health and Safety Code is
amended to read:

11362.775. (@) Qualified patients, persons with valid
identification cards, and the designated primary caregivers of
qualified patients and persons with identification cards, who
associate within the State of California in order collectively or
cooperatively to cultivate marijuana for medical purposes, shall
not solely on the basis of that fact be subject to state criminal
sanctions under Section 11357, 11358, 11359, 11360, 11366,
11366.5, or 11570.

(b) This section shall remain in effect only until 90 days after
the Department of Alcoholic Beverage Control posts a notice on
its Internet Web site that it began accepting applications for
mandatory commercial registration pursuant to Article 3
(commencing with Section 26040) of Chapter 18 of Division 9 of
the Business and Professions Code, and as of that date isrepeal ed.
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36 SEC. 10. The provisions of this act are severable. If any
37 provision of thisact or itsapplication isheld invalid, that invalidity
38 shall not affect other provisions or applications that can be given
39 effect without the invalid provision or application.
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SEC. 11. The Legidature finds and declares that Section 3 of
this act imposes a limitation on the public's right of access to
documentsin the possession of apublic agency within the meaning
of Section 3 of Article | of the California Constitution. Pursuant
to that constitutional provision, the Legidature makesthefollowing
finding to demonstrate the interest protected by thislimitation and
the need for protecting that interest:

It is necessary to maintain the confidentiality of patient and
physician information provided to the Division of Medical
Cannabis Regulation and Enforcement in order to protect the
private medical information of patients who use medical cannabis
and to preserve the essential confidentiality of the physician and
patient relationship.

SEC. 12. Noreimbursement isrequired by this act pursuant to
Section 6 of Article X111 B of the California Constitution because
the only costs that may be incurred by alocal agency or school
district will be incurred because this act creates a new crime or
infraction, eliminatesacrime or infraction, or changes the penalty
for acrime or infraction, within the meaning of Section 17556 of
the Government Code, or changes the definition of acrimewithin
the meaning of Section 6 of Article XIII B of the California
Constitution.
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